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SUBJECT: OAU SECRETARIAT REPORT ON IMPACT OP OIL EMBARGO ON 
MEMBER APRICAN STATES 

REF: ADDIS ABABA 0093 

1. EMBASSY HAS CONPIDENTIALLY OBTAINED COPY OAU SECRETARIAT RE- 
PORT DELINEATING PROPOSED NEGOTIATING POSITION POR OAU COMMITTEE 
OP 7 DISCUSSED REFTEL. SUMMARY OF REPORT, WHICH EMBASSY POUCH- 
ING SEPARATELY TO DEPARTMENT, IS AS FOLLOWS: 

2. OAU REPORT BEGINS WITH DETAILED ANALYSIS OF FINANCIAL IMPACT 
OF INCREASED OIL COSTS ON 28 NON-OIL PRODUCING INDEPENDENT BLACK 
AFRICAN COUNTRIES. ACCORDING REPORT, IF AVERAGE CRUDE OIL PRICE 
OP US 7 DOLLARS PER BARREL IS REACHED IN 1974 THEN COST OP 1974 
PETROLEUM IMPORTS TO ABOVE 28 APRICAN COUNTRIES WOULD BE ABOUT 
US 619 MILLION DOLLARS AT 1973 CONSUMPTION LEVELS OR INCREASE OF 
US 267 MILLION OVER 1973. REPORT CONTINUES THIS ADVERSE B/P IM- 
PACT WOULD BE PURTHER AGGRAVATED BY (A) LIKELY DOWNTURN IN APRICAN 
COMMODITY PRICES AND POREIGN EARNINGS DUE TO DEMAND STAGNATION IN 
DEVELOPED COUNTRIES AND (B) INCREASED COST OP MANUPACTURED IM- 
PORTS. 

3. COMMENTARY ON SUPPLY PROBLEMS ALLEGES PROBABLE DIVERSION 
PROM APRICAN TO DC CUSTOMERS AS RESULT OP PRESENT MARKETING 
ARRANGEMENTS LARGELY CONTROLLED BY MULTINATIONALS. REPORT VIEWS 
ANY RESTRICTION IN SUPPLY TO BE PARTICULARLY HARMPUL TO AFRICANS 
WHO NOT AFFORDED OPTION OF SIGNIFICANT CURTAILMENT OF LUXURY 
USES. 

4. REPORT DESCRIBES LEVERAGE OP OIL AS A POLITICAL WEAPON TO BE 
EPPECTIVE ONLY SHORT TERM IN VIEW DC SHIPTS TO SUBSTITUTE FUELS, 
CURBING OP CONSUMPTION WASTE, AND INCREASED PETROLEUM SUPPLY 
FROM NON-ARAB SOURCES. 

5. REPORT LISTS APRICAN GOALS IN NEGOTIATIONS WITH ARABS AS: 

(A) ADEQUATE SUPPLY (AT DIPFERENTIAL PRICES IF POSSIBLE) 

(B) EPFECTIVE MAINTENANCE OP EMBARGO AGAINST SOUTH APRICA 
AND PORTUGAL 

(C) DEVELOPMENT FINANCE POR APRICAN INPRASTRUCTURE PROJECTS 

(D) DEVELOPMENT OP INCREASED TRADE RELATIONS WITH ARABS 
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(E) JOINT- VENTURE INVESTMENTS IN APRICA 

6. REPORT ALSO STRESSES THAT APRICAN SOLIDARITY IN BREAKING 
RELATIONS WITH ISRAEL SHOULD BE HIGHLIGHTED IN NEGOTIATIONS 
WITH ARABS TO OBTAIN SUPPORT FOR ABOVE GOALS. 

7. REPORT CONCLUDES WITH APPEAL FOR EXAMINATION OP INCREASED 
APRICAN CONTROL OP OIL TRANSPORT AND DISTRIBUTION AS MEANS TO 
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ENSURE ADEQUATE SUPPLIES. 

8. COMMENT: EMBASSY IS STRUCK BY CONTRADICTION IN REPORT BE- 
TWEEN (A) CAREEUL ANALYSIS OE VERY ADVERSE B/P IMPACT OF OIL 
EMBARGO ON AFRICAN ECONOMICS, (B) REALISTIC QUALIEICATION OE 
PROSPECTS FOR DIFFERENTIAL ARAB PRICING, (C) PERCEPTIVE COMMENT 
ON WEAKENING LEVERAGE OF OIL WEAPON AS TIME PASSES; AND SEEMINGLY 
IMPRACTICABLE PROPOSALS EOR OEESETTING IMPACT OE EMBARGO OVER 
SHORTTERM. ADAIR 
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